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of a program, and the cost and gains. 


The requirements of development, the elements 


International Development: The 
Economic Basis of Security, 
Progress, and Freedom 


NTERNATIONAL development is good 

business because it means increased pro- 
duction. It is especially good business for 
Americans because our own continued pros- 
perity and progress in the long run depends 
upon an expanding world economy. 

Today the greatest possibilities for expan- 
sion are among the 1,075,000,000 people of 
the underdeveloped areas of the free world. 
They outnumber the free industrialized 
peoples of America and Europe. They out- 
number the people behind the iron curtain. 
They represent the chief source of the ma- 
terials the United States needs to maintain 
itself and the biggest potential market for our 
industries. 

One of the essential factors in the steady 
economic growth of the United States—con- 
tinuing at the rate of about 2 per cent a year 
throughout our independent history—has been 
the continuous investment in productive ca- 
pacity, an investment which now amounts to 
about ten or twelve thousand dollars per 
worker. It is this investment in machinery and 
equipment which enables those workers to out- 
produce any others. For a large part of our 
history, capital flowed to us from the more 
highly developed countries of Europe. It was 
good business for them and for us. 


About the author— 
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Now that we are the most highly indus- 
trialized of nations, it is equally good business 
for us to invest in underdeveloped areas on a 
sound basis, which means a productive basis. 
That is the concept behind the President’s call 
in his inaugural address for a “bold new pro- 
gram” of international development. It is 
much more than a program limited to tech- 
nical assistance, which is the only part that 
has been put into operation since he spoke. 
It is more than the projects in health and edu- 
cation which already were being undertaken. 


Can We Afford the Program? 

Last fall Mr. Truman called upon the In- 
ternational Development Advisory Board, 
composed of 13 representative citizens from 
the fields of business, labor, agriculture, and 
the professions, to draft a report on the 
strategy of such a program. Two weeks later, 
a national emergency was proclaimed. Under 
the circumstances, the first questions that 
confronted the Advisory Board were: “Is this 
the time to indulge our humanitarian impulse 
to remedy evils which are centuries old? Why 
worry about these underdeveloped areas? In 
the present emergency can we afford to help 
them?” 

The answer is that we can ill afford not to 
help them. At least that was the Advisory 
Board’s decision after long study with the help 
of the best experts we could find. There are 
two good reasons. 
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The first is that Americans do not abandon 
their well established principles of helpfulness 
to others without compelling cause. 

The second is that, startling as the idea may 
be to many, the United States needs economic 
progress in the underdeveloped areas as much 
as they do themselves. Both they and we have 
much to gain from it. If it is not achieved, 
they can hardly be much worse off, but we 
have a great deal to lose—our standard of liv- 
ing, our national security, and our very free- 
dom. 

The interdependence of the whole free 
world is very real not only in the economic 
sense, but politically, psychologically, and 
militarily. Each of these four reacts upon the 
others. This was well illustrated by a talk 
which General Embick, then Chief of War 
Plans and chairman of the Inter-American De- 
fense Board, made in 1944. He was speaking 
to the military leaders of the American repub- 
lics, and he told them that after World War 
II there would be just two areas in the world 
capable of waging modern war. One was the 
Soviet Union. The other was the Western 
Hemisphere. He emphasized that he did not 
mean the United States, but the Western 
Hemisphere. Only the Soviet and this Hemi- 
sphere, he pointed out, would have the neces- 
sary combination of raw materials, manpower, 
industrial capacity and land mass. He added 
that the balance between them would be 
China. The fact that China now is in the 
Soviet orbit only underscores our dependence 
upon the other underdeveloped areas, especial- 
ly in the East. 


Our Dependence on Other Countries 


To many Americans, the fact that we are 
dependent upon other countries for anything 
is startlingly new. After all, we have half the 
industrial capacity of the entire world. We 
have been deservedly proud of our wealth of 
natural resources, our ingenuity and our skills. 
What do we need from abroad that really 
matters? 

The answer is that we import one-third of 
all the basic minerals that keep our industrial 
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production so high. Furthermore, those im- 
ports include essential items which we either 
do not have at all within our own borders or 
have in negligible quantities. We get from 
abroad 25 to 100 per cent of our needs of 
nine of the fifteen basic raw materials. The 
nine are rubber, chromium, tin, nickel, man- 
ganese, bauxite, lead, copper, and zinc. Man- 
ganese is a good example. It takes about 13 
pounds to make a ton of steel. The United 
States produces only about half a pound for 
each ton of steel our mills are turning out 
now. 

Our dependence upon underdeveloped areas 
is plain from the fact that they supply us 
with 73 per cent of all the materials important 
enough to national defense to be stockpiled. 
They send us, for example, 85 per cent of 
manganese imports. 

Much as they send us, it will not always 
be enough. Defense production plans call for 
an increase in the next two years of 20 per 
cent in United States productive capacity. As 
a practical matter, we can get the bulk of the 
raw materials for this expansion only from 
the underdeveloped areas. Most additional 
amounts we could produce ourselves would be 
at prohibitive cost. If we bid existing supplies 
away from the industrial nations of Western 
Europe, we risk wrecking the economies of 
allies upon whom we depend. 

Substantial increases in the supply of raw 
materials can come only from increased pro- 
ductivity in the underdeveloped areas, That 
increased productivity can only follow a broad 
program of development. The day has long — 
since passed when one powerful nation could 
simply go into an underdeveloped country and 
take what it wanted. 


The Requirements for Development 


The need for international development is 
inescapable. In order to achieve it, there are 
certain basic requirements. The most impor- 
tant are: 

1, An average increase of 50 per cent in 
production of raw materials in the under- 
developed areas. This will give them the 
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money to pay for the equipment to increase 
their productive capacity and raise their stan- 
dard of living. It will give us one of the essen- 
tial ingredients in our own expansion. 

2. An average increase of 25 per cent in 
the food production of the underdeveloped 
areas. The billion people of these countries eat 
20 per cent less on the average than the mini- 
mum which experts say will maintain reason- 
able health. Their populations are growing 
faster than their food production. Famines 
are almost endemic in many places. Elsewhere 
the people are so badly fed that they are not 
strong enough to work. Furthermore, hungry 
men have little interest in freedom; they are 
obvious targets for subversion. 

3. An all-out drive against disease. It is in 
the underdeveloped areas that malaria, yellow 
fever, sleeping sickness, and many other dis- 
eases are prevalent. The revolution in pro- 
duction which has taken place in this coun- 
try is impossible for them unless health and 
sanitation are assured. 

4. Education. Mliteracy needs to be dras- 
tically reduced to enable the billion people of 
the underdeveloped areas to take their places 
as free citizens of really independent nations. 
They also need training in basic skills and 
crafts in order to supply their own needs. In 
some places, it has been found that such 
simple improvements as teaching men to use 
a scythe instead of a sickle enabled them to 
double their food production. 

5. A broad program of public works. Trans- 
portation, port facilities, irrigation, and power 
are among the essentials to enable under- 
developed areas to get products to market, 
to distribute food and manufactures, to open 
up new areas to cultivation or exploitation. 

6. Capital to make possible the actual ex- 
pansion of productive and distributive capaci- 
ty. Underdeveloped areas are woefully defi- 
cient in capital whether it is to be used for 
a great national reclamation project or to 
enable farmers to get the simple tools they 
need to work small plots of land. The aver- 
age income of the entire billion people is $80 
per year, as compared with $1,453 in the 
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United States. Average savings cannot be 
more than $5 or $6 a year. Obviously this is 
insufficient. 

This summary explains what the Advisory 
Board believed a program of economic co- 
operation with underdeveloped areas should 
consist of and why it was essential. It re- 
mained to consider how it could be carried 
out. 


The Recommended Program 


The Board reached the conclusion that no 
single method would suffice. Not technical as- 
sistance alone. Not private investment alone. 
Not government loans or government grants 
alone. A bold new program for development 
calls for all these and more to be done at the 
same time so that the effects of one comple- 
ments and supplements the others. Therefore 
the Advisory Board made these main recom- 
mendations. 

- 1. Creation of a single Overseas Economic 
Administration. 

Such an agency, responsible directly to the 
President and Congress, would be the executor 
of our government’s foreign policy. It would 
combine such existing agencies as the Eco- 
nomic Cooperation Administration, the Tech- 
nical Cooperation Administration, the Insti- 
tute of Inter-American Affairs. It would co- 
ordinate or take over the work of 23 govern- 
ment departments which now have some for- 
eign economic functions. It would work with 
the economic branches of the United Nations 
and other international bodies. It would work 
with private groups, philanthropic or religious 
or business. 

2. Incentives to private investment. 

At present the relative security and high 
returns of domestic opportunities are far more 
attractive to capital than the great risks and 
uncertainties of investment in underdeveloped 
areas, especially as both are subject now to 
the same high American taxes. Yet, because 
private enterprise has proved itself the most 
efficient producer and distributor of goods, the 
underdeveloped nations need investment, espe- 
cially from the greatest pool of capital, the 
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United States. The chief incentive recom- 
mended was that this country exempt earn- 
ings of such investments from United States 
income tax. Such earnings of course pay the 
local taxes. Now, in addition they must pay 
our high rates when the earnings are brought 
back. This, on top of the normal risks of busi- 
ness abroad, is too much to attract capital in 
the volume needed. Since the war our invest- 
ments abroad have run at about $700,000,000 
a year. The Advisory Board wants to see that 
figure tripled. If that were done and this capi- 
tal were joined by what Europeans could in- 
vest and by mobilization of local capital, a 
real revolution in the lives of the under- 
developed countries would take place. 

Other incentives recommended were bi- 
lateral tax and commercial treaties with un- 
derdeveloped countries, an arrangement by 
which the Export-Import Bank would insure 
for a fee the transfer risk on foreign dollar 
bonds sold in the United States and an Inter- 
national Finance Corporation whose primary 
purpose would be to mobilize local capital and 
channel it into genuinely productive enter- 
prises. As a step to performing this function 
it would supply credits in local and foreign 
currencies. The Board conceived this last as 
an affiliate of the International Bank and truly 
international in character. Each country par- 
ticipating would subscribe to the corporation’s 
capital in the proportion of its holdings in the 
International Bank. Thus, if the capital were 
to be $400,000,000 the share of the United 
States would be $150,000,000. At present there 
is no investment banking facility in these areas 
for private enterprise of the type most needed. 

3. Public works. 

Transportation, irrigation, power, harbor 
facilities are essential to a balanced develop- 
ment program. While these are sometimes 
privately built, they are increasingly a job for 
public funds because of the risk and lack of 
incentive for private capital to go abroad. An 
excellent example is the network of surfaced 
roads in the United States which have made 
possible the growth of the automobile indus- 
try. In the underdeveloped areas, governments 
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have neither the funds nor the credit for the 
public works which are urgently required. Yet 
increased production and an increased stan- 
dard of living are frustrated without them. 

The Advisory Board, therefore, recom- 
mended that all nations cooperate in establish. 
ing an International Development Authority, 
which could help these areas finance their es- 
sential public works. Many economically val- 
uable projects will not pay for themselves. But 
they are a good banking risk in part. The 
Authority would finance the part that the 
project could not repay. 

As an example, 2,000 miles of fertile valleys 
and plateaus which have never been opened 
for development lie east of the Andes, stretch- 
ing across the territory of seven South Amer- 
ican countries. A vast program of public works 
would speed their settlement for productive 
purposes. Perhaps half the expense of these 
works would be a sound loan which the Inter- 
national Bank would be willing to make if the 
rest of the program could be assured. The 
International Development Authority would 
make the grant. It should be noted that the 
Advisory Board recommended that no pro- 
jects be aided by such grants unless there was 
some substantial local participation. It urged 
that there always be “some matching of the 
grant by the beneficiary country in terms of 
local materials, local labor, or other local re- 
sources.” The benefits to the rest of the free 
world from such a development would far out- 
weigh the relatively small sum involved in the 
grant, especially as it would be divided among 
many countries in their own currencies and, 
again, in the proportion of their holdings in 
the International Bank. 

4. Basic Services 

One of the reasons the vast areas with 
which we are concerned remain underdevel- 
oped is that their people are riddled by dis- 
ease, are largely illiterate, and frequently un- 
trained in the simplest agricultural and me- 
chanical skills. Obviously this situation must 
be remedied if they are to become productive, 
self-respecting citizens of the free world. 

Fortunately, we have considerable experi- 
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ence to prove that victory over disease and 
illiteracy can be won. The point has been 
proved by work of our own philanthropic 
agencies and that of the United Nations and 
by straight government-to-government ap- 
proach. A successful pattern has been estab- 
lished by the United States over the last eight 
years during which the Institute of Inter- 
American Affairs, a U.S. government corpora- 
tion, has worked in cooperation with Latin 
American republics. The procedure has been 
to set a target for definite accomplishment 
within a relatively short term of years. At a 
rate fixed in the agreement, the United States 
share of funds for the job is reduced each 
year. That of the country where the project is 
located rises, until at the end of the term the 
work is completely incorporated in the regu- 
lar operations of the local government. This 
has proved invaluable to the people benefited 
and relatively inexpensive in terms of United 
States men and money. There are twenty-four 
such projects going on now in sixteen coun- 
tries. A recent estimate placed 10,000 nation- 


als of the Latin American countries employed 
in them and 210 United States citizens. 


Cost and Returns 


What does the whole bold new program 
cost? If we add it all up, the tripled flow of 
private investment and the government ex- 
penditures, they would total less than 2 per 
cent of our national income. But it is not a 
“give-away.” By far the greater proportion, 
80 per cent or more, would be investment in 
profitable enterprises. Furthermore, the Ad- 
visory Board was convinced, an increased flow 
of private American capital coupled with the 
other features of the development program 
would greatly stimulate a flow of private capi- 
tal from Europe into underdeveloped areas 
too. 
The program, therefore, is sound business. 
It is more. It is a constructive attack upon 
the enemies of mankind. It is a road to the 
peaceful progress which has been the goal of 
free peoples. It is an expanding horizon re- 
vealing an outlet for the faith and hopes, the 
energies and talents of all of us. 


BUSINESS BRIEFS 


FOOTLOOSE AMERICANS 


Leaders in the household goods moving field 
who gathered in Chicago in July for the an- 
nual convention of the Movers Conference of 
America say that Americans are on the move 
as never before, forecasting changes in the 
economic structure of the nation, reports the 
Wall Street Journal. 

There are about 4,000 firms operating in 
interstate moving and it is estimated that they 
will haul more than 6 million loads this year— 
exceeding even World War II levels. 

The. moving business traditionally thrives 
on economic abnormalcy, reaching a peak in 
boom periods and a secondary peak again in 
depressions. Salient among the reasons for the 
present mass moving are: decentralization of 
industry, increased defense activity, and an 
easing of the housing situation. 
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Currently, the trend of population move- 
ment is to the Far West, the Southwest, and 
the Southeast. The president of one Philadel- 
phia firm believes that this trend will ease 
the housing shortage in the East and may be 
reflected soon in lower real estate prices in 
that area. 


550 MATERIALS LISTED 
IN NEW PAMPHLET 


A four-page pamphlet, “List of Basic Ma- 
terials and Alternates,” which classifies ap- 
proximately 550 materials according to their 
present availability is now available at all 
Department of Commerce field offices. This 
list was published by NPA as a guide for 
procurement and substitution of materials for 
the Armed Forces, Government agencies and 
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Planning and policies that help to make older workers 
more effective, and accomplish retirement without pain. 


Older Workers—Their Employ- 
and Retirement 


N 1900, three million people in the United 
States were age 65 or more; today there 
are some 12 million; thirty years hence there 
will be an estimated 26 million. Today 25 
percent of our population is age 45 or over. 
Within three decades this percentage will have 
risen to 40 per cent. 

This striking trend towards an aging popu- 
lation is perhaps the No. 1 reason why an 
ever-increasing number of companies are de- 
voting real attention to the problems caused 
and encountered by their older employees. In 
the years ahead there will be a lot more of 
them! 

From a cost standpoint too, many manage- 
ments are beginning now to size up the situa- 
tion. What is the size of the annual bill which 
must be paid for the retention of old, long 
service employees beyond the time when their 
health and productivity have declined sharp- 
ly? How many non-essential, “charity” jobs 
are there? Such costs are none the less real 
because they are hidden in the payroll. In 
some companies these costs, when recognized, 
are such that they constitute a potent argu- 
ment for provision of some form of pension 
plan. 

Differences in Aging 

Even in this machine age, folks have re- 

tained their individuality. Not only do we age 
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at widely varying rates—one man being “old” 
at 55, and another “young” at 70—but also 
different organs of the same individual, age in _ 
a far from uniform manner! In general, our 
physical capacities decline quite noticeably 
during the “sixties”, while our mental capa- 
city does not even reach its peak until middle- 
age and declines very slowly indeed. 

It is this combination of facts which makes 
sound retirement policies so difficult to arrive 
at. 

From the viewpoint of the individual, the 
decision to retire or to continue to work in- 
volves several factors fully as important—but 
not yet so well recognized—as financial abil- 
ity. Oddly enough, one of these factors by its 
very nature, is created by good industrial 
relations policies. In many fine companies, 
large and small, the worker has come to 
identify himself closely with the company. It 
is “his” company, “our” shop, etc. In such 
companies, many employees find not only 
their “economic” life, but a “social’’ life as 
well. Divorce such men from this association 
sharply and completely when you retire them, 
give the impression that they are no longer 
considered “on the team,” and you create a 
problem in adjustment for the individual 
which may be beyond his capacity. In its 
effect it is like a most radical and crude piece 
of surgery. 


The Psychological Need 


Yet another problem from the individual's | 
viewpoint is that often his real sense of pet- 
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sonal worth is created by his job. We all have 
a “need to be needed.” 


Take away my job and you may have 


pulled out from under me my principal self- 
justification for living! 

After such reflections, one might well con- 
clude that from the strictly limited viewpoint 
of the average employee, his best bet for a 
satisfactory life in the “later years” is to hold 
on to the job—if possible, to the bitter end. 
To die with his boots on! Nothing could be 
farther from the truth. An attempt to do so 
creates even greater problems. A retirement 
sometime between age 65 and 70 while one is 
still active and in good health, may present 
its problems to some individuals, but they are 
as nothing compared to the same individual’s 
problems when ill health or general senescence 
forces his retirement at some later date. In 
this case, a possibly difficult problem of ad- 
justment has turned into an impossibly diffi- 
cult one. 

Assuming financial ability on the part of 
the individual from whatever source, or com- 
bination of sources, (savings, family, social 
security, real estate, pensions, etc.) the key 
to a successful retirement policy from the 
viewpoint of both the individual and his com- 
pany, might well be found in the word “plan- 
ning.” 

The encouragement of foresight and plan- 
ning ahead for the “later years” by the indi- 
vidual worker can hardly be overemphasized. 
Such encouragement can be given in many 
ways. Perhaps the most effective approach, 
however, is through informal, individual coun- 


‘seling of employees a year prior to the normal 


retirement age (usually 65) and again each 
subsequent year that the employee remains 
active. 


Things to Do 
A somewhat limited experience in this area 
gives indications of quite surprising results. 
There is some evidence that where the finan- 
cial ability is present, nine out of ten men 
who have been helped to think through their 
own best course of action, will voluntarily 
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retire prior to age 70—many at age 65 . Such 
a development is extremely healthy, both for 
the efficiency of a company and the best inter- 
ests of the individuals concerned. It is inter- 
esting to note that some companies have found 
it worthwhile to set up initial discussions with 
employees as soon as they reach age 60. This 
gives the employee at least five years in which 
to think through his own particular approach, 
and in some cases forestalls mortgages, etc. 
from being incurred at a time in life when a 
man should be planning for a reduced income 
within five to ten years. 

Many companies have found it to be sound 
industrial relations practice to assist employ- 
ees in forming groups for a wide range of 
activities and hobbies. Many of these activ- 
ities such as bowling, chess, singing, handi- 
crafts, photography, and gardening, can be 
carried on into retired life. To offer encour- 
agement to the development of such employee 
groups is a sound way to prevent many retire- 
ment problems. The man with interests and 
skills outside of his job is the man who finds 
retirement to be one of the most rewarding 
and enjoyable periods of his life. 

Is there any reason why retired employees 
should not be allowed to continue right on in 
such company group activities? It is one of 
the easiest and yet most effective methods to 
let a man know that he is still “one of the 
gang”, still “on the team.” 

A few companies have organized groups 
of retired employees which meet perhaps once 
a month at the company, visit their old work- 
places, view movies, play cards, and so on. 
Here again the opportunity is thus given to 
such “Old Timers” to keep up old contacts 
and to retain their identification with the 
company. The popularity of such groups and 
the high percentage of regular attendance, 
indicates the satisfaction of a need, the sig- 
nificance of which it is very easy to under- 
estimate. 

Preserving Good Health 


If “planning” is a key word in the resolu- 
tion of many problems of the older worker, 
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then surely “prevention” is another. Just as 
the acquisition of outside interests and skills 
is a sound preventive approach to some psy- 
chological problems, so is greater attention 
to general physical health a sound, preventive 
approach to many physical problems. 

From the age of forty on, our eyes are apt 
to need increasing visual assistance. By the 
time we are sixty, 90 per cent of us need some 
form of visual correction. Effective vision 
testing and screening apparatus is available 
to business now-a-days from several sources. 
Its systematic use can pay real dividends in 
increased production and decreased accidents 
among older workers. 

Many companies in recent years have in- 
stalled annual physical examinations for their 
executive groups. The obvious dividends re- 
sulting from such thorough check-ups have 
led some to extend this service to older shop 
employees as well. This seems to make sense, 
as it is our physical capacities which tend to 
decline or give trouble first. Here again an 
ounce of prevention is worth a pound of cure. 

“John Jones” had lots of trouble with 
dermatitis on his hands—“oil rash” he called 
it. He lost a lot of time from work and spent 
some pretty miserable weeks before a physical 
checkup revealed that the real cause of his 
trouble was diabetes. An annual physical 
would have caught the diabetes early, and 
John would have been saved a heap of trouble 
—and his company a heap of money. 

Or take the sad case of “Sam Smith” who 
had a heart condition—but didn’t know it. 
He ate a lot, exercised too hard, and one day 
the inevitable happened. Now, at the age of 
60, he is an invalid—“total disability.” If Sam 
had had an annual checkup, the “doc” would 
have set him straight long ago, and Sam would 
still be earning a pay check instead of re- 
ceiving a disability pension—still be an asset 
to his company instead of a liability. 


Gradual Retirement 


The medical profession tells us that the 
ideal method of retirement is to “taper off” 
gradually. Can this principle be applied in 


industry? There are two possible approaches; 
job transfers to lighter, more appropriate 
work; and a reduced work schedule in the 
form of fewer hours per day, or fewer days 
per week. Many companies would find it 
worthwhile to study this problem as it applies 
to their operations. Either approach can be 
of real benefit in some instances, but it is not 
always easy going. Several cases can be cited, 
however, where senescent employees who have 
resisted retirement strenuously, have been 
given a taste of it through shorter hours, and 
within a few months changed their minds 
and voluntarily retired. 

Each company has its own character and 
industrial climate. The suggestions made are 
but a few of many possible attacks on the 
problems encountered. The basic objective, 
however, remains the same. Business today is 
challenged to help its employees to a healthy, 
constructive and positive attitude towards 
growing old and towards retirement. In an in- 
dustrial society our factories and businesses 
create more than goods and services; they also 
create the environment in which a major por- 
tion of each employee’s life is spent. If in 
the environment a man achieves a sense of 
worth, of dignity and individuality, that which 
we call “the American way” will not only sur- 
vive, but be developed and _ strengthened. 
Whether we like it or not, American business 
must bear a large share of responsibility for 
the manners and attitudes of all those who 
make a livin’ 1d a life—within its en- 
vironment. ©. |. eatest error would be to 
ignore these pruistems and challenges of our 
industrial era-—our worst action would be in- 
action. 


Policies in the Emergency 


Today we find ourselves once more in a 


state of national emergency and general mo- 


bilization with its attendant labor shortages. 
What influence does this fact have on the 
older worker picture? Certainly a careful re- 
examination of company policies is called for. 

No longer is the matter confined to achiev- 
ing that which is in the best interests of the 
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individual and his company—the national 
interest also must be considered. In such a 
time of labor shortage, even the “charity” 
job may suddenly be transformed into an eco- 
nomically and socially useful one; and the 
normally productive worker planning to re- 
tire and take things easier may—properly— 
decide that he can best “do his bit” by stay- 
ing on the job. These, plus the additional 
combined factors of the incentive of high pay 
on the one hand and the decreasing purchas- 
ing power of retirement incomes due to infla- 
tion on the other, all tend in the one direction 
of considerably reducing the number of actual 
retirements. 


Under these conditions, two of the activities — 


discussed earlier assume increased importance. 

The annual physical examination of all older 
employees becomes increasingly more valuable 
as longer hours, greater pressure, and increas- 
ing tensions begin to take their toll. In many 
companies production schedules call for great- 
ly increased overtime work. This suggests a 
review by the medical department of the 
health records of older workers. In some cases 
—for instance in certain heart conditions—it 
will be found that the elimination of overtime 
work for certain individuals is medically ad- 
visable. Where this can be arranged, it may 


mean the difference between the contribution 
of the production of a skilled worker and just 
another job vacancy to be filled if possible. 

The annual interview also becomes increas- 
ingly useful both to the individual concerned 
as well as to the company. The uncertainties 
of the times are reflected in increased uncer- 
tainties in the minds of employees. The oppor- 
tunity provided by the annual interview for 
the employee to “think through” his own 
situation and plans is invaluable. In addition 
the company is able to obtain a more definite 
picture as to the need or otherwise for plan- 
ning replacements. 

In these critical times the need for the “long 
view” becomes increasingly important. With 
personnel departments overworked by the ad- 
ditional duties of stepped up hiring and an 
increased and inexperienced labor force, there 
is a natural and strong tendency to put the 
planning and program for older workers on 
the shelf for the duration. The personnel de- 
partment that can buck this trend-—~that 
maintains its counseling, physical examina- 
tions and other services now, will reap great 
benefits for the companies concerned, in em- 
ployee good-will and productive efficiency 
when once again there is a return to more 
nearly normal conditions. 
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THIRTY PER CENT OF DETROIT’S 
FAMILIES EARN $5,000 OR MORE 


ANNUALLY 


A Bureau of the Census report for the De- 
troit metropolitan area discloses that 266,000 
families earned $5,000 or more annually, or 
30 per cent of the total. Median income of 
“families and unrelated individuals” was 
$3,627. Median income for families alone was 
$4,090 or $78.65 weekly. 41,400 families or 
5 per cent of the total made $10,000 and 
over. In the $7,000-$9,999 bracket there were 
69,400 families or 8 per cent of the total. 
Largest group was the $3,000-$3,499 families, 
with 118,800 or 13 per cent of the total. 
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AMERICAN BEHAVIOR 


If Americans as a people are uncommonly 
vigorous, aggressive, blustering, if their am- 
bitions focus mainly on material advancement, 
if they generally have at least one eye on the 
main chance, the experience of their fore- 
fathers in subduing a continent and wresting 
a living from the wilderness helps explain 
these traits. Good or bad, they are a part of 
the American heritage. The urge to get things 
done and the aversion to everything that 
smacks of privilege, favoritism, or social 
stratification are rooted in the harsh condi- 
tions of life on the frontier, says a Twentieth 
Century Fund report. 


Caution must be observed in order to avoid losing 
tax benefits connected with property losses 


Involuntary Conversions 


ECAUSE the rules regarding the non-rec- 
ognition of gain on involuntary conver- 
sions are rather complicated and are in some 
instances rigidly enforced by the Treasury and 
the courts, the unwary taxpayer may un- 
knowingly disqualify himself from taking 
advantage of these provisions. The enterpris- 
ing business man who immediately begins to 
rebuild his plant after a fire may be cheating 
himself out of a tax benefit. The foresighted 
home owner who purchases property to have 
a home, when condemnation forces his evic- 
tion, may lose tax dollars because of his fore- 
sight. Tax planning must precede any other 
action, if the taxpayer is to obtain the benefit 
of the law concerning involuntary conversions. 
A basic tax premise is that income or loss 
results when property owned by the taxpayer 
is converted into other property or money. 
In case of involuntary conversion of property 
into money, Congress has allowed the tax- 
payer to avoid the recognition of income if he 
puts himself in the same position as that be- 
fore the conversion. Thus, a taxpayer who 
owns property with a tax basis of $20,000, 
and who receives a condemnation award of 
$30,000, is not required to recognize gain if 
he “forthwith” invests the proceeds in prop- 
erty devoted to a similar use. Further, the 
tax basis of his new property is the same as 
that of the property lost by conversion, not 
the actual dollar cost as is usually the case. 


About the author— 
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10 


Paul F. Icerman 


Thus, he would find himself in the same posi- 
tion as before the conversion, the owner of 
property with a tax basis of $20,000 and a 
current value of $30,000, having an unrealized 
gain of $10,000. If all of the proceeds are not 
expanded, gain will be recognized to the ex- 
tent that the proceeds are retained by the tax- 
payer. In no case, however, would the recog- 
nized gain be in excess of the actual gain, 
$10,000 in this situation. Such a gain may be 
taxed as a capital gain if it comes within the 
rules relating thereto. 

Involuntary conversion relates to destruc- 
tion in whole or in part, theft or seizure, con- 
demnation, or threat of condemnation. Tax- 
payers who sell their homes because of mov- 
ing to a new job location are not within the 
scope of this provision. However, the Revenue 
Act of 1951 as introduced in the House, con- 
tains a provision to grant relief in these cases. 
The bill provides that any gain on the sale 
of a residence would be taxable only if the 
proceeds were more than the cost of a new 
residence. The new residence may be pur- 
chased within a two year period beginning 
one year before the date of the sale of the 
old residence and ending one year after such 
sale. This rule is extended to compulsory or 
involuntary conversions of the taxpayer’s resi- 
dence. Sales of residences after December 31, 
1950, would be covered. 


Tests for Non-recognition of Gain 


In order to meet the tests as to non-recog- 
nition of gain, the taxpayer must show that 
he used the proceeds of the conversion (in- 
surance or condemnation award) to acquire 
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“other property similar or related in service 
or use to the property so converted.” Further, 
that such replacement was made ‘“‘forthwith, 
in good faith.” 

The first test relates to the use of the pro- 
ceeds of the conversion. The regulations state 
that, “The taxpayer must trace the proceeds 
of the award into the property so purchased.” 
This means that the actual dollars received 
must be used for the replacement. The tax- 
payer may not expend other funds in antici- 
pation of the receipt of the proceeds of con- 
version. He must await the arrival of such 
money and be prepared to show that it was 
expended for the replacement and not for any 
other purpose. The regulations state that it 
is not necessary that the proceeds be ear- 
marked. However, in order to make sure of 
being able to trace the funds, it would be well 
for the taxpayer to establish a separate bank 
account to be used for no other transactions 
except for the receipt and disbursement of 
these funds. 

Secondly, the proceeds must be invested in 
property similar in character and devoted to 
a similar use. The facts and circumstances of 
each case will determine the issue. However, 
it has been held that improved real estate does 
not qualify for the investment of proceeds of 
condemnation of unimproved real estate. Note 
that the rule uses the word similar and not 
identical. Most taxpayers will have little diffi- 
culty with this test. 


Other Requirements 

After the award is received, the taxpayer 
must “forthwith in good faith” make the in- 
vestment. Webster defines forthwith as “im- 
mediately, without delay.” The courts have 
been liberal in interpreting the term and have 
ruled that the facts and circumstances of the 
particular case will be taken into considera- 
tion. In one case, a replacement which came 
two years after the receipt was allowed, the 
taxpayer having established that he was con- 
tinuously searching for suitable property. If 
replacement is not possible, the taxpayer may 
apply to the Commissioner of Internal Rev- 
enue for permission to establish a replacement 
fund. Such application must be made within 
the same period allowable for replacement of 
the property. 

It would appear that, with respect to the 
type of reinvestment and its timing after re- 
ceipt of the proceeds, the taxpayer can expect 
a conciliatory attitude on the part of the 
Treasury and the courts, A taxpayer whose 
approach to the situation is reasonable prob- 
ably will encounter little difficulty. However, 
he may not trifle with the rule regarding 
identification of the proceeds with the re- 
investment. He must await the receipt of the 
money even though it be some time after the 
destruction or seizure of the property. Such 
proceeds must be traced into the new property 
in a manner to leave no doubt as to their 
actual reinvestment in that property. 
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BUSINESS INFORMATION 

Want to know what the recent business 
books are? Then send for the latest issue of 
BUSINESS INFORMATION SOURCES— 
official bulletin of the Business Information 
Bureau, Cleveland Public Library. 

It contains an annotated list of the recent 
books on a host of business subjects. Included 
are books on accounting, administration, ad- 
vertising media and methods, bank and credit 
management, business correspondence, busi- 
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ness economics and management, business his- 
tory, executive development, initiative in busi- 
ness, insurance, investment, marketing and 
market research, methods and procedures, per- 
sonnel management, production management, 
public relations, retail trade, selling and sales- 
manship, television and radio, transportation, 
and wage and salary administration. 

Copies are available from Miss Rose L. 
Vormelker, Head of the Bureau, for 10c each 


—the mailing and handling charge. 


Michigan Business Indicators 


MICHIGAN BANK DEBITS 


12 CITIES — LOWER PENINSULA 
( ADJUSTED FOR SEASONAL VARIATION ) 


° 
1945 1946 1947 


BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY—General bus- 
iness activity in Michigan remains at a high level. The erratic movements of bank debits reflects 


1948 1949 1950 1951 


temporary interruptions arising from the shifts to defense production. 


MILLIONS OF DOLLARS 


és 
20 
MICHIGAN BANK DEBITS 
12 CITIES — UPPER PENINSULA 
° ( ADJUSTED FOR SEASONAL VARIATION ) 
1945 1946 1947 1948 1949 : 1950 1951 


UPPER PENINSULA BANK DEBITS—The sustained level of this indicator reflects a continued 


high rate of activity in the extractive industries. 
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ELECTRIC POWER CONSUMPTION 
(INDUSTRIAL ) 
WN TEN MICHIGAN CITIES 


1945 1946 1947 1948 1949 1950 195! 
POWER CONSUMPTION-—Power consumption remains above the level of June and July, 1950. 
The recent sharp decline from record levels is caused by fluctuations in industrial activity as the 
economy adjusts to a defense basis. 


THOUSANDS 


MICHIGAN EMPLOYMENT 
(NON-AGRICULTURAL 


1945 1946 1947 1948 1949 1950 1951 


EMPLOYMENT-—Employment remains above the 1950 level though slightly below the postwar 
high of March and April of this year. 
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on the prices, products, labor-management relations, 


| The opinions of a cross section of the American people 


profits, and power of big business 


Big Business as the People See It 


HE tide of controversy around business 

size and business concentration in our 
economy has ebbed and flowed over nearly a 
century of American history. Although the 
era of “trust busting” probably marked the 
high point in the long debate over the societal 
effects of large scale organization of business 
enterprise, the problem persists even today. 

Often the assumption has been made that 
this is a problem with which the majority of 
. the public are not concerned. Yet a quarter 
of the public have currently expressed them- 
selves as being very much involved and as 
regarding business size as having a direct ef- 
fect on their lives. Some of these persons are 
strongly in favor and some are strongly 
against “big business.” Another half of the 
population do not seem to be as strongly in- 
volved as the initial quarter but they are fully 
aware that such an institution as “big busi- 
ness” exists and are conscious of both the good 
and bad effects of its activities. The remaining 
quarter seem to be quite indifferent and unin- 
formed though it is true even here that the 
term itself is not meaningless to most in this 
group. 

The public view of “big business,” in pref- 
erence to the technical evaluation of the 
economist or legislator, was investigated in a 
survey, made in October, 1950 based on a 
national sample of 1,227 adults by the Sur- 
vey Research Center of the University of 
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Michigan. The persons interviewed were 
chosen on a probability basis and represent a 
cross section of the American public.* 

As a caution against prejudicing the inter- 
view, the surveyors did not define “big busi- 
ness.” Instead they asked those interviewed 
to describe what the term meant to them. 
There is considerable concensus that the term 
generally calls to mind the few largest indus- 
trial manufacturing companies in the country. 
Thinking of these, the characteristics that are 
most frequently recognized are the involve- 
ment of large amounts of money, the employ- 
ment of many workers and the manufacture 
or sale of great quantities of a particular 
product or of many products. 

Wide Difference of Opinion 

Although there is little ambiguity in the 
general classification of concerns that should 
be called “big business,” considerable differ- 
ence of opinion does exist concerning the eval- 
uation of these concerns in the areas of profits, 
wages, management-employee relations, effi- 
ciency, etc. Difference in opinion among seg- 
ments of the population on these issues are 
common along with a lack of consistency 
within an individual in his pro or con atti- 
tudes towards big business on various sub- 
issues. 

The complexity of attitudes toward “big 
business” is further demonstrated in the study 


* The study is reported in detail in a report en- 
titled “Big Business From The Viewpoint Of The 
Public’—Survey Research Center, University of 
Michigan, Ann Arbor, Michigan; $1.50. 
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since the analysis points up strongly the fu- 
tility of trying to paint big business as all 
white or all black. The great majority of the 
population are conscious of both good and 
bad points in the functioning of concerns 
which they have so classified. One might won- 
der whether the bad points that are seen 
might not be regarded as the necessary price 
for the advantageous characteristics. This 
point was not specifically covered in the ques- 
tionnaire, but there are indications, taking 
the sample as a whole, that people do not 
regard the disadvantages as a necessary ac- 
companiment of the advantages. Since the 
survey’s questions were of a conversational 
type, without fixed alternatives for the re- 
spondent to choose from, one would expect 
connections of this sort to be mentioned if 
such opinions were held. 

Few persons expressed opinions of this sort. 
Two exceptions to this “necessary relation” 
idea are that efficiency on a large scale leads 
to a lessening in craftsmanship, and that man- 
agers of large scale organizations can scarcely 
avoid being distant and impersonal. 

Production and Employment 

As a purely productive and employment- 
creating machine big businesses earn practical- 
ly no criticism. Almost everyone recognizes 
these good effects of big business activity. 
People tend, also, to connect them with im- 
proved economic conditions, raised standards 
of living and better and cheaper products. It 
is interesting, however, that nearly half of 
the population are most impressed with the 
great numbers of people employed by large 
concerns. 

Made apparent by various parts of the 
study is the reason for people’s involvement 
in the topic of business bigness. It is generally 
in the areas of jobs, wages and prices that they 
seem to see size of firms as having some rela- 
tion to them. People see business size as hav- 
ing an effect on prices, the availability of 
goods, wages offered and the level of employ- 
ment. These areas are recognized as pertinent 
to their own general well-being. 
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A third of the population or more see big 
business as having considerable power in 
these areas. As a matter of fact, the major 
question that can be asked about overall feel- 
ings toward big business is the amount of 
power that such concerns are seen as exercis- 
ing or holding. Power crops up most frequent- 
ly among the adverse effects of big business 
functioning; its other disadvantages being ob- 
served in the area of management-emplovee 
relations or miscellaneous factors, of which 
no single one is mentioned by more than a 
few people. 


.Government and Big Business 


The survey indicates that this power is 
generally perceived as a force controlling the 
operations of many concerns. There are some 
who include in their definitions influence exer- 
cised over newspapers, schools, government, 
etc. Often, big business power is viewed as 
something directly affecting the respondent, 
through a chain of events down to the prices 
he pays for goods, his wages and working 
conditions. The details of how this power is 
exercised, what chain of events leads from the 
manufacture of a big business product to a 
final consumer price and so forth were not ex- 
plicitly covered in the questionnaire. It is, 
however, these facets of big business activity 
which he tends to favor putting under govern- 
ment control. 

There is high acceptance of governmental 
authority in the areas where big business is 
seen as affecting the living standards of the 
consumer and/or the employee. However, ac- 
companying the desire for greater effective- 
ness in government’s power, oi the acceptance 
of government as a power symbol, is a desire 
for reduction in big business power and the 
power of labor unions. 

The higher big business is regarded in the 
power structure of the nation the more likely 
is the desire for a reduction in its power. Also, 
the higher big business is seen in the nation’s 
power hierarchy the more likely is it that the 
adverse effects of big business activity be 
viewed as outweighing the good effects. 
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This question on whether the good effects 
of big business activity outweigh the bad ef- 
fects or vice-versa is perhaps the only way 
to get a single evaluation of the many facets 
of big business activity that are seen. It is 
difficult, however, to give much meaning to 
an answer that, for instance, requires weigh- 
ing job security against price fixing. When 
asked a question of this sort, 76 per cent de- 
cided that the good effects outweighed the bad 
effects; and 10 per cent, that the bad effects 
outweighed the good effects. However, a fuller 
understanding of people’s attitudes on this 
complex issue can be gained by an examina- 
tion of their opinions on the various sub-issues 
also investigated in the study. 

At first, it was thought that attitudes might 
be so arranged into various patterns on the 
sub-issues that it would be possible to predict 
with reliability the persons who, feeling a cer- 
tain way on specific issues, would hold a par- 
ticular attitude on the overall evaluating ques- 
tion. Or vice-versa, it was theorized that for 
instance, people who are strongly against big 
business would not buy their goods in large 
chain concerns and would largely condemn 
big business with reference to management- 
employee relations, profits, efficiency, etc. 

This is simply not the case. No prediction 
can be made in any reliable fashion from over- 
all feelings on the one hand to attitudes on 
specific issues on the other; or from any par- 
ticular sub-issue or pattern of sub-issues back 
to overall feelings. 


No Simple Pattern of Opinion 


Most respondents do not seem to adopt 
what might be regarded as a simple ideolog- 
ically consistent approach to big business ac- 
tivity. Their adjustment hinges rather on 
maximum benefit to themselves or to groups 
with which they identify. They might disap- 
prove of big business or big concerns in vari- 
ous areas of activity, but if they are offered 
bargains or job opportunities they will buy or 
work where they stand to gain most them- 
selves. Just how this works out in the study 


of political behavior is still open to investiga- 
tion. 

Certainly, there is agreement that big busi- 
ness has helped in the development of new 
products and that big businesses have been 
responsible for the creation of job opportuni- 
ties. On the questions of wages and job se- 
curity there is a greater difference of opinion, 
some regarding big businesses as less advan- 
tageous than small businesses in these areas 
and others seeing no difference at all between 
the two. A large segment of the population 
(about 50 per cent) does, however, see big 
business as offering greater job security and 
higher wages than the smaller concerns. 

A little more than half of the people inter- 
viewed regard large concerns as more efficient 
than small enterprises. It is noteworthy, how- 
ever, that those who do so attribute this effi- 
ciency to a greater amount of machinery and 
its finer quality. Those regarding the smaller 
concern as more efficient usually attribute it 
to the resourcefulness and skill of manage- 
ment in particular industries. 

In the area of management-employee rela- 
tions the majority (55 per cent) consider the 
attitudes of executives in small businesses 
more desirable. The predominant impressions 
of big business management are that it is im- 
personal and distant (30 per cent) or, next in 
frequency, it is so unclear as to be indefinable 
(16 per cent), while others (14 per cent) call 
it conscientious and principled. 


Profits Held Too Big 


Profits are the area in which big businesses 
are most generally criticized. The great ma- 
jority of persons interviewed (71 per cent) 
regarded big business profits as excessive 
though quite a few of these had several reser- 
vations such as “this is not true of all big 
businesses” or “I don’t really know all the 
facts.” On the fairness of small business 
profits, opinion seemed to be divided about 
50-50. 

The question of product quality itself was 
largely deemed irrelevant to the size of the 
producing concern. 
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Attitude as Consumers 

Preference for retail outlets of different size 
was also included in the survey. On the as- 
sumption that the various kinds and sizes of 
stores were equally convenient (this was 
stated in the questions used) respondents were 
asked their preference among small independ- 
ent grocery stores, local super markets and 
large chain outlets. The choices were 41 per 
cent for the large chain, 11 per cent for the 
local supermarket and 24 per cent for the 
small grocer. The major reason given by the 
first two groups was price, while the latter 
group’s choice was generally made on the 
basis of helping the “little man” or the local 
merchant. Twenty three per cent chose some 
combination or indicated that type made no 
difference to them in such a decision. 

On a purchase of a durable goods item such 
as a washing machine, 42 per cent chose a 
large retail outlet while 39 per cent chose the 
small store. Here again price was mentioned 
most frequently as the critical factor in the 
decision of the former group. 

To explain an apparent inconsistency with 
reported advantages of big business activity in 
terms of cheaper products, it would seem that 
the prevalent opinion is that big businesses 
are producing goods cheaper than would be 
possible if these industrial giants did not 
exist; but that consumer prices, however de- 
termined, could still be lower and everyone 
concerned could still maintain a fair profit. 


No Differences by Groups 
General information on business activity 
was not measured in this survey. There was, 


however, an attempt to identify those in- 
formed on current legal bouts between con- 
cerns and the national government and those 
acquainted with terms such as monopoly, anti- 
trust suit or interlocking directorate. Knowl- 
edge of any of these terms, but not necessarily 
the idea behind them, is limited to less than 
half of the population—most of them to only 
a small segment. Monopoly was the term most 
frequently identified (47 per cent). Again, in- 
formation on these terms does not seem to 
determine either pro or con attitudes towards 
the idea of big business itself.’ 

Also variables such as income, education, 
occupation, or age do not clearly delineate 
holders of various overall attitudes. Though 
the categories into which these factors fall are 
somewhat rough, they are often factors which 
are related to attitudes. 

Of high importance among the general find- 
ings is the fact that there is no readily defin- 
able group (in terms of income, education, 
or some other non-attitudinal characteristics 
that would define any sizeable segment of the 
population) that can be located as favoring 
or not favoring big business activity. 

It should be kept in mind that the timing 
of the study must be included in the evalua- 
tions of findings. The study was done in Oc- 
tober, 1950, before price stabilization attempts 
were really under way and after the Korean 
dispute had begun. The importance of the 
salient variables such as prices or employment 
might be altered by those or other changes 
in the economic climate of the country. 
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OUTLINE FOR BUSINESS EDUCATION 


- Poor management causes more small busi- 


ness failures than any other single factor. The 
U.S. Department of Commerce, in an attempt 
to help business overcome those weaknesses 
that interfere with successful operation, has 
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recently published a new manual, Outline and 
Source Material for Small Business Educa- 
tion. The publication provides a list of topics 
for courses and conferences, and indicates sig- 
nificant references by topic. The manual is 
available at all Commerce field offices. 
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Wage rates, labor supply and productivity, wnion 
ials and 


pressures, and distance from mat 


markets influence industrialists’ opinions. 


What Michigan Manufacturers 
Think of Michigan 


URING the past few years, wide pub- 

licity has been given to cases where plants 
have been moved away from Michigan. Con- 
cerned about Michigan’s industrial future, the 
Michigan Industrial Development Commission 
appointed a Task Committee to investigate 
the situation and to advise the Commission 
what needed to be done. 

The Task Committee felt that more infor- 
mation was needed about the situation. They 
asked Survey Research Center of the Uni- 
versity of Michigan to find out how industrial- 
ists felt about Michigan, what they considered 
the state’s advantages and disadvantages, and 
what plans they had to move or to expand. 

The report by Survey Research Center on 
its study has just been published.’ Details of 
the sampling and interviewing procedures, and 
of the findings and recommendations are pre- 
sented there. It should be noted that the large 
automobile firms were omitted from the 
sample because they have such a complex 
decision-making procedure and administrative 
structure that a single interview was regarded 

1 Industrial Mobility in Michigan, Survey Research 
Center, Institute for Social Research, ae gg of 
Michigan, Ann Arbor, December, 1950, $1.50. 
Rensis Likert of the Institute for Social ey 
University of Michigan, Dr. George Katona, Dr. 

ames N. Morgan, and Harold W. Guthrie of the 


itute’s Survey Research Center were in charge 
of the study. 
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as insufficient to obtain the information de- | 


sired. We have space here only to indicate 
some of the most important findings of the 
study: 

Most Michigan manufacturers report that 
locating their plants in Michigan involves both 
advantages and disadvantages (See Chart I). 


Cuart I 


MICHIGAN HAS BOTH ADVANTAGES AND DISADVANTAGES 
WITH RESPECT TO EACH MAJOR LOCATION FACTOR: 


There are hardly any manufacturers for whom 
Michigan is the ideal location that is satis- 
factory in every respect. Similarly, there are 
hardly any who are dissatisfied in every re- 
spect and who can think of nothing but dis- 
advantages in Michigan. 

Movement of manufacturing plants from 
Michigan to other states may be expected to 


occur in the future. Among the approximately . 


200 manufacturers in the sample, 12 indicated 
that they had been considering moving all or 
part of their plant to another state (See Chart 
II). Furthermore, a similar number of manu- 
facturers indicated that they were considering 
expansion of facilities outside Michigan. 
The proportion of firms planning to move 
away from Michigan is relatively small, and 
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the process of out-movement will, according 
to available indications, be compensated by 
movements of plants to Michigan and by erec- 
tion of new plants in Michigan. However, one 
major reason for not planning to move a plant 
out of the State may be inertia rather than 


Cuart II 
VERY FEW FIRMS PLAN TO MOVE OUT OF MICHIGAN 
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advantages of plant location in Michigan over 
alternative locations. It is, therefore, impor- 
tant to study the reasons for satisfaction and 
dissatisfaction with location in Michigan, 
even though some of the factors causing dis- 
satisfaction represent today nothing more 
Reasons for Satisfaction and 
Dissatisfaction 

Nearness to one’s market, especially to 
automotive manufacturing plants, is consid- 
ered the main advantage of plant location in 
Michigan. For those plants whose chief market 
is the automobile industry, mobility presum- 
ably has been and will be governed by the 
location pattern of the automobile plants. 

While they are mentioned less often, avail- 
ability of labor with special skills, the pres- 
ence of a production-minded labor force, and 
nearness to materials are also important ad- 
vantages to some manufacturers. In explain- 
ing satisfaction with Michigan location as well 
as in giving reasons for having moved to 
Michigan—on the part of those who did move 
to Michigan—personal preferences of owners 
or chief executives are likewise frequently 
mentioned. While these personal preferences 
are usually mentioned in discussing choice of 
a specific town or plant site rather than the 
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general area of the country, they may be im- 
portant in view of the widely held opinion 
that there is not much difference among sev- 
eral midwestern states regarding business fac- 
tors that are relevant for location. Considera- 
tion of climate and recreational facilities, or 
the fact that the owner has grown up in 
Michigan, appear to determine in not a few 
cases the choice between a Michigan location 
and one in Ohio, Indiana, or Illinois. 
Expressed feelings of dissatisfaction with 
Michigan location are largely concentrated 
around the problems of wages and produc- 
tivity (See Chart I). Distance from markets 
or materials is mentioned but less frequently. 
Some producers in the Detroit area feel that 
output per man-hour is not commensurate 
with the high wages they are paying (See 
Chart III). Producers in the rest of the state 
are concerned-mainly with the actual level of 
wages, yet some of them point out that pro- 
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ductivity is high, making up for much or all 
of the difference in wages. 

The reasons for thinking of moving out or 
of expanding outside Michigan are much more 
varied. Certain considerations other than the 
labor situation are important, notably the 
need to be closer to materials (largely steel), 
or to markets, or to have better transportation 
facilities than are available at the current 
plant site. Much of the planned expansion out- 
side Michigan was for the purpose of serving 
other large market areas. 


Competitive Areas 
While many areas are mentioned as possible 
competitors for location of Michigan plants, 
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other midwestern states seem to offer the 
greatest threat to Michigen, and the one 
which perhaps can most easily be met. Move- 
ments to the East or the far West are largely 
designed to meet the requirements of these 
market areas. The few projected movements 
to, or expansions in the South involve wage 
and other considerations which would make 
them difficult to stop. On the other hand, 
movements to other Midwestern states involve 
such considerations as the need to be closer to 
adequate steel supplies, the desire to de- 
centralize, and the effort to avoid the high 
labor costs or manpower shortages which 
manufacturers feel exist in the large Michigan 
cities. 

The reasons for dissatisfaction with the 
Detroit area are of a special nature. The dis- 
advantages most frequently mentioned in the 
Detroit area were high labor costs (relative 
to output per man hour), high local taxes, 
traffic congestion, lack of space for expansion 
and difficulties with organized labor. Data are 
not available on other large industrial areas, 
so it is impossible to compare Detroit with 
other similar areas. We can only say that 
there is considerably more dissatisfaction in 
Detroit than in the rest of the state. In gen- 
eral, manufacturers with plants both in De- 
troit and elsewhere in the state commonly 
indicated that they were satisfied with con- 
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ditions in the plants which were outside the 
Detroit area. 


Recommendations 


Some tentative recommendations which 
might be drawn from these results are: 

a. The industrial development of Michigan 
would be greatly affected if additional steel 
producing capacity and steel rolling mills were 
built in this state. The development of iron 
ore mines in Labrador, and the proposed St. 
Lawrence Seaway, may be considered in this 
connection. The possibility of developing a 
site for a new steel mill, with deep water chan- 
nel and docking facilities, could profitably be 
examined. While Detroit is already a large 
industrial center, such a development would 
actually mean more, rather than less, decen- 
tralization of steel production. 

b. Promotional efforts to attract industry 
should concentrate on manufacturers to whom 
nearness to midwest or national markets, and 
highly skilled and production-minded labor 
are important, and should stress these advan- 
tages of Michigan. 

c. Since many of the widely known dis- 
advantages of Michigan seem to be serious 
problems only for the Detroit area, attempts 
should be made to acquaint people with this 
fact, as well as to improve the situation in 
Detroit. 
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GOLDENWEISER ON AMERICAN 


MONETARY POLICY 


That the nation’s banking mechanism is 
capable of serving the public interest effective- 
ly even under existing law, defective as it is 
in many respects, is brought out by Dr. E. A. 
Goldenweiser in a research report which was 
issued recently by the Committee for Eco- 
nomic Development. 

Dr. Goldenweiser’s book, American Mone- 
tary Policy, traces the development of 
monetary management in the U. S. since 
establishment of the Federal Reserve System 
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in 1913. Like previous, reports prepared by 
independent scholars as part of CED’s pro- 
gram of research into the nation’s basic eco- 
nomic problems, it presents the author’s own 
views and not necessarily those of CED. 

In his discussion of money’s function in a 
modern economy, Dr. Goldenweiser traces the 
evolution of Federal Reserve policy from the 
concern for an elastic supply of money and 
adequate bank liquidity, which motivated the 
system’s founders in 1913, to the modern view 
that its primary objective is contributing to 
economic stability and a rising standard of 
general welfare. 
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to contribute to higher incomes 


The Progress of Agriculture 


MERICAN farmers have experienced in 

the prices they have received a lively 
roller coaster ride thus far in the twentieth 
century, the first half of which has now come 
to an end. The century opened with prices at 
their near all-time low. Prices of farm prod- 
ucts rose steadily until World War I, and in 
the earliest decade of this century the three 
best-known letters in the alphabet were HCL 
—high cost of living—these letters being the 
symbol of rising food prices during the first 
Roosevelt and Taft presidencies. 

Then in World War I agricultural prices 
rose more sharply than ever. The entire 
wholesale price level, the most common index 
then in use, rose by May, 1920, to 214 times 
its 1913 level, which in turn was 50 per cent 
above the level at the opening of the century. 

From that high point in 1920, prices of 
farm products plunged 55 per cent in a 12 
months period and the wholesale prices fell 
40 per cent in the same period. Agriculture 
had over-expanded in World War I with no 
means adopted for its contraction. As a result, 
there was downward pressure on agriculture 
throughout the 1920’s. 

From 1929 to 1933 agricultural prices once 
more fell almost 55 per cent. There was no 
maintained recovery throughout the 1930’s. 


About the author— 


Arthur Upgren is Professor of Economics in the 
University of Minnesota, and also is Economic Con- 
sultant to the Minneapolis Star and Tribune. 
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Prices did recover somewhat in the drought 
years of 1934 and 1936. 


Impact of World War II 


In World War II agricultural prices once 
again rose, but the really significant develop- 
ments for agriculture came after victory was 
won in 1945 and controls relaxed in 1946. 
Most significant for agriculture was the re- 
rarkable rise in total output and the national 
income from 1945 to 1950. The London 
Economist has referred to our wartime 
doubling of production under the impact of 
the needs of war as “the greatest economic 
fact for the world in the first half of the 
twentieth century.” 

We did double our total gross national prod- 
uct from $100 billion in 1940 to almost $200 
billion in 1945, and only a minor part of the 
advance was due to increase in prices. This 
doubled income was the greatest force for the 
upward movement of industry and agriculture 
from 1946 to 1950. 

When after the war price controls and com- 
modity controls were removed, this “twice as 
big” income was released for consumer spend- 
ing for all civilian goods. Demand for agri- 
cultural products was very high. 

In addition to the rise in income, the coun- 
try had accumulated $225 billion of increased 
liquid assets in the war years. These gave a 
reassurance and reinforcement of spending 
power of the utmost importance. Because of 
this rapid accumulation of liquid assets, the 
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American people were willing by 1947 to 
allow the proportion of their personal in- 
comes which were saved to fall from more 
than 35 per cent in 1944 to less than 3 per 
cent in 1947. 

The third of the three great economic forces 
for the high recovery in the last half of the 
1940’s was the deferred or starved demand 
and deficits in total supplies of durable goods 
which accrued in the war years when so many 
durable goods were very scarce or not pro- 
duced at all. 

Significance of High Wages 

Thus we had a remarkable recovery due 
essentially to war production calling into em- 
ployment more than 15 million Americans 
who had been idle in 1940; we also called into 
use idle factories and idle land; we called into 
employment in the high wage industries many 
millions of workers, including the large num- 
ber now so steadily engaged, at very good 
wages, in the construction anc manufacturing 
industries. 

In 1939 weekly wages in all manufacturing 
averaged about $25 a week. Today these 
wages are more than $65 a week. This increase 
is of the utmost significance to agriculture 
because only high wages can produce meat 
eaters, and meat production (the production 
of livestock and all livestock products) makes 
up 55 per cent of all farm incomes in the 
United States. 

High wages have allowed American work- 
ing men’s families to consume more food and 
better food and to pay higher prices for it. 
We have learned in the latter part of the 
1940’s that the force of high level incomes is 
the most powerful economic force of all, cre- 
ating high employment in industrial areas and 
in turn through such high industrial employ- 
ment transmitting the best markets to Amer- 
ican agriculture that that agriculture has ever 
known. 


Events at Mid-Century 


What lies ahead for the second half of the 
twentieth century for American agriculture? 
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I think the most significant economic fact 
for the remainder of this century is the ex- 
tremely high per capita productivity we are 
reaching in many industrial occupations and 
in mining and in construction. After a slow 
but persistent increase at the rate of about 2 
per cent a year for the 20 years ending with 
1948, we have enjoyed a quickening rate of 
per worker productivity which has yielded a 


5.6 per cent increase in 1950 and a similar 


rate of increase expected for 1951. 


In some of the special industries, such as | 


construction, steel, and automobile manufac- 
turing, productivity increases have been very 
high. Efficiency of private enterprise in house 
construction has improved. Incomes of Amer- 


ican workingmen’s families have improved — 


substantially. Interest rates are lower and re- 
payment today is allowed over a considerably 


longer period of years. As a result of all these — 


gains probably two-thirds of all American 
families can now afford to buy a new home. 
Home firiancirg terms and arrangements now 
almost completely imitate the earlier practices 
of lending in the farm mortgage field. 

The «‘gnificance of the relation between 


monthly incoiae and the amount a family | 


must pay monthly for a house is of utmost 
importance for the market for American agri- 
cultural products. 

Construction workers are now enjoying full 
employment and receiving weekly wages in 
excess of $80 a week. Such wages permit the 
purchase of agricultural products in large 
amounts at good prices. The purchases are for 
increased amounts of food of the same quali- 
ties and as well for improved qualities of foods 
commanding higher prices and requiring of 
farmers greater skill in production. 

In the automobile industry in 1950 General 
Motors demonstrated an ability to increase 
per worker productivity by 20% per cent from 
the level of 1949, and 1949 had shown a 
similar increase over 1948. These are truly 
remarkable increases in productivity. This 
productivity gain credits all the gains in out- 
put due to improved management, more capi- 
tal, and new techniques to the single worker. 
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The gain does not mean the worker can re- 
ceive it all. It must be shared with these other 
factors or they will not continue to be forth- 
coming. These gains have permitted General 
Motors to increase weekly wages for hourly 
rated workers to $75.58 in 1950. Thus the 
General Motors wage level is closely ap- 
proaching $4,000 a year. 

When it is recalled further that American 
families now contain an average of 1.33 earn- 
ing members per family, we can readily see 
how consumption power for good food, ade- 
quate housing, and handsome apparel has 
been so greatly increased throughout the 
American economy. 

Capital and Productivity 

What has been the main cause, if a single 
main cause may be isolated, for this great in- 
crease in productivity in the United States? 
The main cause is the large amount of capi- 
tal now invested in plant equipment, horse- 
power and machinery, in modern American 
industries including agriculture. This invest- 
ment is extremely high in absolute amount. 
The new steel mill of the U. S. Steel Corpora- 
tion to be located on the Delaware River 
south of Trenton, New Jersey, will cost $450 
million. That is a high investment for a single 
plant. 

More important is the investment per 
worker. The investment of U. S. Steel in its 
new plant will amount to approximately 
$90,000 per worker, or at least seven times 
the average investment per worker in the steel 
industry generally and in all manufacturing 
as well. The main cause of rising urban and 
industrial incomes is this investment by in- 
dustry in excellent and efficient producing 
facilities. About 5 consumers out of 7 for the 
products of our agriculture reside in towns and 
cities and work in urban and factory pursuits. 
Thus prosperity for American agriculture is 
directly dependent upon prosperity for these 
industries. The farmer himself is one addi- 
tional customer for farm products, and the 
seventh customer is the overseas buyer. 

American agriculture has adapted its pro- 
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duction to a near-luxurious style of food pro- 
duction. It can prosper on this basis only if 
large numbers of workers are employed in 
industry, and are employed in industries with 
a productivity sufficiently high to pay high 
wages. 


The Source of Farm Prosperity 


Gone is the day when the farmer could 
assert that prosperity is created on American 
farms and that it then can inject prosperity 
into all industry in the land. That this view 
is no longer valid can quickly be shown by the 
fact that our highest wage industries are the 
machine-making industries. These industries 
are producing each year $24 billion of machin- 
ery and equipment and other producers’ dur- 
able goods. Of this marvelously efficient ma- 
chinery, the farmer, however, buys about $4 
billion a year. Via this small leverage in total 
machinery purchases, it is impossible to trans- 
mit prosperity and high demand to the buy- 
ers of the remaining $20 billion of factory, 
construction, mining, and office machinery. 

Only favorable policies inducing high in- 
vestment of capital in all of these non-agri- 
cultural industries can stimulate those further 
improvements in productivity so wanted and 
needed for high prosperity in the agricultural 
sectors of our economy. Only in that way can 
the agricultural sector be kept prosperous and 
in a condition rightfully to expect an expand- 
ing demand for the improved products and 
the larger volume of output which agriculture 
can now so successfully and efficiently pro- 
duce. 

Consequently, farmers must become inter- 
ested in national economic policies applicable 
to industry. They must become interested 
particularly in policies which will encourage 
further capital investment in industry and 
further capital investment abroad. With the 
high prices the people of the United States 
are now paying for the large quantities of raw 
materials, happily a solvent basis has prob- 
ably been restored for a steadily increased 
volume of foreign lending for several decades 
in the future. 
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A Look Ahead: Great Prosperity 
for Agriculture 

In addition to these main forces making for 
the remarkable change in the market outlook 
for American agriculture, actual sheer expan- 
sion of our population numbers has again be- 
come important. In the 1920’s, 18 million 
were added, net, to the American population. 
Then in the 1930’s, the addition was only 8 
million. In the 1940’s it has been 19 million, 
a very large proportion of which is made up 
of the extremely large number of births in 
the years from 1946 to 1950 inclusive. In 
these years the number of births averaged 
about 3,500,000 in contrast with considerably 
less than half of that number in the 1930's. 

Agriculture can soon expect the maturing 
of these potential consumers for the future 
gain in its markets. They will become cus- 
tomers who will start to out-eat adults by 
1956 or 1957. That will in itself, if industry 
can provide high employment, assure a large 
increase in the markets for the food products 
and fibers produced on American farms. In 
the 1920’s and early 1930’s, the most con- 
spicuous improvement, technically, on Amer- 
ican farms was the tractor. That was followed, 
literally and chronologically, by the marvel- 
ously improved specialized farm power-driven 
tools and equipment and, of course, the im- 
provement of hybrid corn. 

Demand is expected to be high in the 
1950’s. Is it likely that agriculture will have 
a spurt in productivity in a third decade equal 
to that of the earlier tractor decade and 
powered-implement decade preceding 1950? 

At more normal prices demand today for 
meat would be for about 170 pounds per 
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capita instead of the present consumption of 
152 pounds. Because the incomes are higher 
today prices are high. Could production soon 
respond, output would be up more and price 
less. Such an increase in per capita consump- 
tion would cail for one billion bushels more 
corn, taking corn as the common denominator 
for all additional feed production needed to 
produce 18 more pounds of meat per capita. 


By 1960 the additional 19 million maturing |” 


consumers will want additional meat requiring 
still another billion bushels of corn. Can agri- 
culture meet these growing present and future 
demands? 

It is pleasing to record agriculture’s re- 
markably improved productivity record. As 
measured for the first half of the 1940’s, five 
years in all, agriculture increased its per 
worker productivity about 4214 per cent. That 
is an increase of about 814 per cent a year. 
That record of gain commands the blue rib- 
bon prize for achievement by any major in- 
dustry in the first half of this century. It is 
great credit to agriculture, which has enjoyed 
very favorable prices for the past 10 years 
and moderate-sized subsidies or support-buy- 
ing, that it has wisely used the fruits of this 
prosperity to improve so greatly its produc- 
tivity per worker. Industry is now attempting 
to achieve a record that will compare favor- 
ably with this fine record of agriculture. It is 
happy indeed to record that the achievement 
of this improved productivity in industry will 
assist in making industry, its workers, the 
government, and American farmers enjoy 
decades of high prosperity which can sustain 
the principal need of successful world leader- 
ship and for prosperity by the United States. 
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“TIDE LEASE AS A FINANCING AND SELLING DEVICE 


| By Wilford J. Eiteman, PhD. 
and Charles N. Davison, PhD. Report No. 20 

23 | under what circumstances, should a manufacturer lease 


sole objective of the authors has been to develop a theory , “< 


the use of the lease. 


PLOYMENT BENEFITS EN AN ACTIVE LABOR MARKET 


Ronald Johnson Report No. 19 


This ‘study, as a result of personal interviews, attempts to 
show significant details about the personal characteristics 
and the labor-force attachment of people who are un- 
employed for long periods in an active labor market. __ 


61 pages paper bound single copies free upon request — 


»] A STUDY OF PEOPLE WHO HAVE EXHAUSTED UNEM. 


3 BRITAIN: A CASE STUDY FOR AMERICANS 
By Clare E. Griffin, PhD. Volume X Study No. 3 


This study “is written for Americans with the thought that 
the social trends of a great country so similar to our own 
in language, culture, and ideals... . will be significant for 
_ @ prognosis of our future, and even more as a basis for 


_ appraising trends that should be avoided or discouraged.” 
pages paper bound — price $1.50 
Copies may be ordered from 
811 Maynard Street Ann Arbor, Michigan 
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How effective is union bargaining power? 


WAGE TRENDS, AND 


Volume X Number 4 
122 pages paper bound 
price $2.00 


an “The fundamental issue in dispute involves the question 
| of whether or not there is a significantly large range 
within which institutional pressures, particularly union 
bargaining power, may raise money wage rates without 
causing some type of employer reaction such as raising 
: prices or substituting capital for labor, and thereby 
‘causing some unemployment.” 
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